ADM 1301 – Lecture Notes

Lecture Two – September 10th, 2014

Sweland Case
· When money was introduced, many difficulties: value of items, distribution method
· Slowly introduce the new idea over a period of x years
· Read over the case 3 times to pick out new issues

Macroenvironment of Canadian Business
· Where would wealth come from if we didn’t have a business environment?
· The market is always evolving 

Six Distinct Time Periods
· The idea of marketing has continuously changed 
· Selling what we can produce vs making what people want
· Manufacturing has to continually evolve since wants and needs change 
· People needs and wants evolve is if we understand them, and to understand we need a connection with them 

Workforce of Today
· Innovation – implementation of a creative idea, making something better
· Creativity – making something new 

Forms of Business Ownership
· Cooperative – come together and share resources in some way, more of a niche, done by people that are supplying something similar 
· Franchise – easy way to get into business, business motto has been proven, M&M’s started in KW, can't come up with own ideas, must consult other opinions
· Proprietorship – don’t tend to grow larger than small business, no separation between owner and business, all sole persons responsibility, problems when wanting out of business
· Partnership – more regulations by government, greater access to capital
· General – liable for debts of other partners, very rare
· Limited – can't be help responsible for partners losses, limited to amount of cash contributed 
· Silent, secret, nominal, or dormant
· Corporation – legal entity has similar rights as people, provincial is cheaper but must stay within province, federal are the largest, can continue forever, The Bay is one of the oldest corporations (1670),
· Public – anyone can buy, more work in finance, can't disclose future finances, give out info at same time to avoid insider trading
· Private – public doesn’t have access to shares, must be sophisticated investor to buy shares,  $1M net worth to buy into little companies since risk is high loss is greater

Corporate Governance
· Board of Directors should make the high decisions
· See lack of management team making decisions which shareholders agree with 
· Needs to be framework for decisions 
· Decisions used to be made and no one was accountable – financial crisis in USA
· Shouldn’t see that stakeholders are wondering about decisions
· Shareholder vote board of directors, BoD appoint executives, then they hire employees 
· Key players:
· Shareholders, BoD, officers 
· BoD can be sued by others if they don’t take position seriously
· BoD are there on behalf of shareholders, declare conflict of interest early on
· Management will discover strategy and BoD looks at the ‘what ifs’
· President is internally focused, CEO external and long ranged 
· Officiers have signing authorities
· US government was buying hardware items, there was a small organization and they set up a standing contract with government, computer system would check everything was okay, no human actually looked at orders, noticed a loop hole, never looked at shipping charges, shipped across town for large amounts in small quantities, eventually two invoice with same invoice number, system raised flag to human operator, then arrested 
Governance Failures
· Enron – bonus when financial statements looked good
· Nortell – projected higher sales figures, not in direct connection to customers, telecom thought down
· Impact can be large – pension 

Corporate Social Responsibility (CSR)
· Google – do no evil 
· Use firms to do good in society, customers like CSR
· Wal-Mart got caught with weak CSR (sweatshop)
· If side tracked with CSR we could dilute competitive position 

CSR Theories
· Personal: If considered a legal entity, they should be held responsible for actions 
· Social: we see this all the time, supporting local sports teams or charity fundraisers 

Pyramid of CSR 
· Over time ‘required’ will move up the pyramid, and ‘desired’ will disappear 

Contemporary CSR Concepts 
· Look at entire production facility, if they produce something negative
· Is there a way to reuse that negative? 
· In the near future this should happen 
· Saw mill – produced other things that were kept and used in other way 
· Toyota – malfunction in a car model, recall or rebate 

Triple Bottom Line
· We know how to report financial information, not sure how to record economic 
· What was environmentally friendly 5 years ago, is no longer 

Corporate Citizenship 
· Motivation – only sustainable thing is the ability to learn

Natural Environment Issues 
· Carpets produce very toxic chemicals in production, restructured organization to produce carpets in a way they didn’t produce these byproducts, got Presidents Council for the Environment position
· Before our time, 25 years ago, acid rain came down through pollution in the sky, Ronald Regan, attributed to droppings from flying animals creating high acidity 
· Oil spill off coast of Alaska – organization formed to provide guidelines for businesses that had an impact on the environment 
· Replanted forest doesn’t have same characteristics of original one – not complete restoration 
· BP Fuels denied the original issue 

Two Views of Environmentalism
· Standard
· Beverage industry were under pressure since cans were all over the place
· Government said do something or we will put in regulations
· Creation of recycling due to this 
· Market
· When market speaks to corporations they take this seriously


The Whooping Duck

· Population was concentrated in area of the world
· Major source of food for two cities, quotas were set by council 
· In recent study there was too much overharvesting of ducks
· Unless we do something about this, there would be a serious problem, therefore cut the quota 
· Say they will do their own studies, then create own quotas 
· Studies show the two countries monitor each others activity with duck and accuse each other of taking too much
· Independent study said they needed to change their ways 

You have to slash the quotas, what is your advice? 
· Immediate action – cut duck hunting 
· Restructure for future sustainability – in long run there will be no more ducks
· Natural reserves 
· Firstly, check for conclusive data
· Would it be worthwhile to balance the dilemma? 
· Set up farming system – better regulated and better managed  
· Introduce another food source, seek other duck populations, recipes involved 
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